
STATE OF NEW YORK

STATE TN( CO}ffISSION

In the Matter of the Petition :
o f

Mobi l  Petro leum Co. ,  fnc.
: AIFIDAVIT 0f lIAIf,Il{G

for Redetermination of a Deficiency or Revision :
of a Determination or Refund of Corporation Franchise
Tax under Article 94 of the Tax Law for the Years
1976  &  1977 .  :

State of New York l

County of Albany ] "* ' '

David Parchuck, being duly sworn, deposes and says that he is an enployee
of the State Tax Corunission, that he is over 18 years of age, and that on the
26th day of July, 7984, he served the within notice of Decision by certified
mail upon Mobil Petroleum Co., fnc., the petit ioner in the within proceeding,
by enclosing a true copy thereof in a securely sealed postpaid wrapper
addressed as fol lows:

Mobi l  Petro leum Co. ,  fnc.
P .0 .  Box  900
Dallas, TX 75227

and by depositing same enclosed
post office under the exclusive
Service vithin the State of New

in a postpaid properly addressed wrapper in a
care and custody of the United States Posta1
York.

That deponent further says that the said addressee is the petitioner
herein and that the address set forth on said r{rapper is the last known address
of the petit ioner.

Sworn to before ne this
26th day of July, 1984.

a r oaths
pursuant to Tax Law section 174



STATE OF I'IEh' YORK

STATE TAX COMMISSION

In the Matter of the Petition
o f

Mobil Petroleum Co., fnc.

for Redeternination of a Deficiency or Revision
of a Determination or Refund of Corporation
Franchise Tax under Article 9A of the Tax Law
for the Years 1976 & 1.977 .

AFFIDAVIT OF }IAIIING

State of New York ]
ss .  :

County of A1bany ]

David Parchuck, beiag duly sworn, deposes and says that he is an enployee
of the State Tax Commission, that he is over 18 years of age, and that on the
25th day of July, 1984, he served the within notice of Decision by certified
mail upon U. B. Aidinoff, the representative of the petitioner in the within
proceedinS, bY enclosing a true copy thereof in a securely sealed postpaid
wrapper addressed as fol lows:

M. B. Aidinoff
Sullivan & Cromwell
125 Broad St.
New York, NY 10004

and by depositing same enclosed in a postpaid properly addressed rdrapper in a
post office under the exclusive care and custody of the United States Postal
Service within the State of New York.

That deponent further says that the said addressee is the representative
of the petitioner herein and that the address set forth on said rdrapper is the
last known address of the representative of the petitioner.

Sworn to before me this
26th day of July, 1984.

ster oaths
section 174

to
to Tax lawpursuant



STATE OF NEW YORK

STATE TN( COMI{ISSION

In the Matter of the Petition :
o f

Mobi l  Oi l  Corporat ion
:

for Redetermination of a Deficlency or Revision :
of a Determination or Refund of Corporation Franchise
Tax under Article 9A of the Tax law
for the Year 1977. :

AIT'IDAVIT OF I'AIIING

State of New York )
ss .  :

County of A1baoy ]

David Parchuck, being duly sworn, deposes and says that he is an enployee
of the State Tax Comnrission, that he is over 18 years of age, and that on the
26th day of July, 1984, he served the within notice of Decision by certified
mail upon Mobil 0i1 Corporation, the petitioner in the within proceeding, by
enclosing a true copy thereof in a securely sealed postpaid wrapper addressed
as fo l lows:

Mobil 0i1 Corporation
P .0 .  Box  900
Dallas, TX 75221

and by depositing same enclosed in a postpaid properly addressed wrapper in a
post office under the exclusive care and custody of the United States Postal
Service within the State of New York.

That deponent. further says that the said addressee is the petitioner
herein and that the address set forth on said wrapper is the last known address
of the petit ioner.

Sworn to before me this
26th day of Ju1y, 7984.

sect ion 174



STATE Otr' NEI{I YORK

STATE TAX CO}IMISSION

the Matter

Mobi l Corporation

of
o f

0i1
AFFIDAVIT OI'MAITINC

for Redetermination of a Deficiency or Revision
of a Determination or Refund of Corporation
Franchise Tax under Art.icle 94 of the Tax Law
for  the Year  1977.

State of New York ]
ss .  :

County of Albany ]

David Parchuck, being duly sworn, deposes and says that he is an employee
of the State Tax Commission, that he is over L8 years of age, and that on tLe
26th day of July, 1984, he served the within notice of Decision by certified
mail upon M. B. Aidinoff, the representative of the petitioner in the within
proceedinS, bY enclosing a true copy thereof in a securely sealed postpaid
vrrapper addressed as fol lows:

U. B. Aidinoff
Sullivan & Cromwell
125 Broad St .
New York, NY 10004

and by depositing same enclosed in a postpaid properly addressed wrapper in a
post office under the exclusive care and custody of the United States Posta]
Service within the State of New York.

That deponent further says that the said addressee is the representative
of the petitioner herein and that the address set forth on said wrapper is the
last known address of the representative of the petitioner.

Sworn to before rne this
26th day of July, 1984.



STATE OF NEW YORK

STATE TAX COMMISSION

In the llatter of the Petition :
o f

Mobil International Finance Corp.
: AFFIDAVIT OF MAII.ING

for Redetermination of a Deficiency or Revision :
of a Determination or Refund of Corporation Franchise
Tax under Article 9A of the Tax Law for the Years
7975-77 and fo r  per iod  1 /1178-2 /28 / le .  :

State of New York ]
ss .  :

County of Albany ]

David Parchuck, being duly sworn, deposes and says that he is an enployee
of the State Tax Commission, that he is over 18 years of age, and that on the
25th day of July, L984, he served the within notice of Decision by certified
mail upon Mobil International Finance Corp., the petitioner in the within
proceedinS, bY enclosing a true copy thereof in a securely sealed postpaid
wrapper addressed as fol lows:

Mobil International Finance Corp.
P .0 .  Box  900
Dallas, TX 75221

and by depositing same enclosed in a postpaid properly addressed wrapper in a
post office under the exclusive care and custody of the United States Postal
Service within the State of New York.

That deponent further says that the said addressee is the petitioner
herein and that the address set forth on said rdrapper is the last known address
of the petit ioner.

Sworn to before me this
26th day of July, 1984.

s ter  oa
pursuant to Tax w sec t ion



STATE OF NE!' YORK

STATE TAX COMMISSION

In the Matter of the Petition
o f

Mobil International Finance Corp.

for Redetermination of a Deficiency or Revision
of a Determination or Refund of Corporation
Franchise Tax under Article 9A of the Tax Law for
the Years 7975-77 and for period L/L178-2/28/te.

AFFIDAVIT OF }IAILING

State of New York )
ss .  :

County of Albany ]

David Parchuck, being duly sworn, deposes and says that he is an employee
of the State Tax Connission, that he is over 18 years of age, and that on the
26th d'ay of JuIf, L984r. he served the within notice of Decision by certified
mail upon M. B. Aidinoff, the representative of the petitioner in the within
proceedinS, bY enclosing a true copy thereof in a securely sealed postpaid
rltrapper addressed as fol lows:

M.  B.  A id inof f
Sullivarn & Cromwell
125 Broad St .
New York, NY 10004

and by depositing same enclosed in a postpaid properly addressed wrapper in a
post office under the exclusive care and custody of the United States Postal
Service within the State of New York.

That deponent further says that the said addressee is the representative
of the petitioner herein and that the address set forth on said wrapper is the
last known address of the representative of the petitioner.

Sworn to before me this
26th day of July,  1984.

Authorized t
pursuant to Tax



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

July 26, 1984

Mobil International Finance Corp.
P .0 .  Box  900
DaIIas, TX 7522L

Gentlemen:

Please take notice of the Decision of the State Tax Cornmission enclosed
herewith.

You have now exhausted your right of review at the administrative leveI.
Pursuant to section(s) 1090 of the Tax law, a proceeding in court to review an
adverse decision by the State Tax Cormrission nay be instituted only under
Article 78 of the Civil Practice Law and Rules, and must be commenced in the
Supreme Court of the State of New York, Albany County, within 4 Months from the
date of this notice.

Inquiries concerning the conputation of tax due or refund allowed in accordance
with this decision uray be addressed to:

NYS Dept. Taxation and Finance
Law Bureau - Litigation Unit
Building if9, State Campus
Albany, New York 12227
Phone lf (518) 457-2a70

Very truly yours,

STATE TAX COMI{ISSION

Petit ionerr s Representative
M. B.  A id inof f
Sullivan & Cromwell
125 Broad St .
New York, NY 10004
Taxing Bureau' s Representative



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

JuIy 26, 1984

llobi l  Oil  Corporation
P .0 .  Box  900
Dallas, TX 75221

Gentlemen:

P1ease take notice of the Decision of the State Tax Commission enclosed
herewith.

You have now exhausted your right of review at the administrative level.
Pursuant to section(s) 1090 of the Tax Law, a proceeding in court to review an
adverse decision by the State Tax Cornrnission may be instituted only under
Article 78 of the Civil Practice law and Rules, and must be comnenced in the
Supreme Court of the State of New York, Albany County, within 4 llonths fron the
date of this rtot ice.

Inquiries coricerning the computation of tax due or refund allowed in accordance
with this decision may be addressed to:

NYS Dept. Taxation and Finance
Law Bureau - Litigat.ion Unit
Building /19, State Campus
Albany, New York 12227
Phone /t (518) 457-2070

Very truly yours,

STATE TAX COMUISSION

Petitioner' s Representative
M. B.  A id inof f
Sullivan & Cromwell
125 Broad St.
New York, NY 10004
Taxing Bureaut s Representative



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

July 26, 7984

Mobi l  Petro leum Co. ,  Inc.
P .0 .  Box  900
Dallas, TX 75221

Gentlenen:

Please take notice of the Decision of the State Tax Comnission enclosed
herewith.

You have now exhausted your right of review at the administrative level.
Pursuant to section(s) 1090 of the Tax law, a proceeding in court to review an
adverse decision by the State Tax Commission may be instituted only under
Article 78 of the Civil Practice law aod Rules, and must be commenced in the
Supreme Court of the State of New York, Albany County, within 4 llonths fron the
date of this notice.

Inquiries concerning the computation of tax due or refund allowed in accordance
with this decision may be addressed to:

NYS Dept. Taxation and Finance
law Bureau - litigation Unit
Building lf9, State Campus
Albany, New York L2227
Phone tt' $18) 457-207A

Very truly yours,

STA?E TAX COUMISSION

Petitioner' s Representative
l{. B. Aidinoff
Sullivan & Cromwell
125 Broad St.
New York, NY 10004
Taxing Bureau's Representative



STATE OT NEW YORK

STATE TN( COMMISSION

In the Matter of the Petltion
:

o f

MOBIL INTERNATIONAL FINAI{CE CORPOMTION
:

for Redeternination of a Deficiency or for
Refund of Franchlse Tax on Business Corporatlons :
under Artlcle 9-A of the Tax Law for the Years
1975, 7976 and L977 and for the Perlod :
January I through February 28, L978.

:

In the Matter of the Pet i t lon :

o f :

MOBIL PETROLEIIM COMPAI'IY' INC. : DECISION

for Redetermination of a Deficiency or for :
Refund of Franchise Tax on Business Corporatlons
under Artlcl-e 9-A of the Tax Law for the Years :
1 9 7 6  a n d  L 9 7 7 .

:

In the l latter of the Petit lon :

of

MOBIL OIL CORPOMTION

for Redeterminatlon of a DefLclency or for
Refund of Franchise Tax on Buslness Corporations
under Article 9-A of the Tax Law for the Year
L977 .

/

Petitloner, Mobll- International Finance Corporation, Box 900' Dallas'

Texas 7522'L, fil-ed a petition for redeterninatlon of a deflcLency or for refund

of franchise tax on business corporatlons under Artlcle 9-A of the Tax Law for

the years L975, 1976 and L977 and for the perlod January 1 through February 28,

1 9 7 8  ( F i 1 e  N o .  3 3 6 4 0 ) .
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Pet l t ioner,  Mobl l -  Petroleum Company, Inc.r  Box 900, Dal- l -as, Texas 7522L,

filed a petltion for redetermination of a deficiency or for refund of franchlse

tax on buslness corporations under Article 9-A of the Tax Law for the years

L976 and. 197,7 (F1Le No. 33641).

Pet i t idner,  Mobi l  0i1 Corporat lon, Box 900, Dal las, Texas 7522I,  f l l -ed a

petition for redeternination of a deflciency or for refund of franchise tax on

business corporations under Article 9-A of the Tax Law for the year L977 (FtLe

N o .  3 3 5 3 9 ) .

A eonsolldated formal hearing was held before Doris E. Stelnhardt' Hearlng

Officerr at the offlces of the State Tax ConnLssion, T\vo World Trade Center,

New York, New York, on December 9, 1983 at 9:15 A.M., with al- l -  br lefs to be

submitted by March 23, 1984. Petitioners appeared by SulLlvan & Cromwell'

Esqs. (Henry Stow Lovejoy, Esq. and M. Bernard Aldinoff ,  Esq.,  of  counsel) .

The Audit Di.vislon appeared by John P. Dugan, Esq. (Anna Col-el-lo' Esq.e of

counsel) .  0n the date of the fornal hearing, Mr. LoveJoy on behalf  of  pet i t ioners

and Ms. Colello on behalf of the Audit Dlvision executed three stipulations'

settlng forth relevant facts with regard to each petitioner. The provislons of

said stlpulatlons are recited in Flndings of Fact I through 34' inf  ra.

ISSUE

Whethet' investments by petltioner Mobll International Finance Corporation

in evidences of lndebt,edness of Mobl l-  O11 Holdings, S.A.,  Mobi l  Oi1 A.G.,  Toa

Nenryo Kogyo K.K.,  Kyokuto Seklyu Kogyo K.K.,  Nichimo Seklyu Selsel  K.K.,  Mobtl-

Ilong Kong Linited, Mobil Jollet Refining Corporation, Mobil Possessions Company'

Mobll North Sea LlmLted and Mei Foo Investments Ltd. constituted lnvestment

capital withln the meaning of Tax Law section 208, subdivision 5.



-3-

FINDINGS OF FACT

1. Mobil- International Finance Corporation ("MIFC") ls a Delaware

tlon with its princlpal offlces, during the period from January 1 ' 1975

February 28, 1978, at 150 East 42nd Street,  New York, New York 10017.

2. MIFC tirnel-y flled New York State franchl"se tax reports for the

January 1, 1975 through February 28, L978 showing the fol-lowLng amounts

corPora-

to

perlod

of tax:

Period

L/L l7s -12 /3 r l7s  $  74s .43
L l r l76 -L2 l3L /76  r ,356 .46
L l r l77 - r2 l3L /77  10 ,328 .00
L / t /78 -2128 /78  4 , r r t .L4

These amounts were timeJ-y paid by MIFC.

3. 0n l ts reports,  MIFC calculated i ts franchise tax on the basls of l ts

allocated business and investment capital-. The amounts and aLl-ocatlon factors

reported for each period are as fol lows:

Period
Ended

L2 l3L l7  5
12 l3 r l 76
L2 l3L /77
2128178

Buslness
Capltal

$  348 ,910
762 ,057

5 ,8Or,642
13 ,856 ,088 .57

Allocation
Percentage

L00z
LO0Z
ro0z
1002

Investment
Capital

$  59 ,577  , 970
57,854,569

209  ,7  15 ,063
360,164,36L.7 6

Allocation
Percentage

.oo0l27z
07"

.0002902

.0004667"

4. Pursuant to an audit of Mobil o11 Corporatlon (r'Mobll"), Mobil Petroleum

Company, Inc. ('fMobll Petrol-eum") and MIFC, the Audit DivisLon lssued notices

of deficiency to MIFC in the fol-lowlng amounts:

Perlod Deficlency

$2 r4 ,908 .00
163 ,387  .00
577 ,97L .00
81  ,  o53 .  oo

L/L175- r2 /3 t /7s
L IL /76- r2 l3 t l76
r /L /77-12 /3 r /77
r /1178-2128178

also computed on these amounts.Interest was
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5. Mobil- Petroleun Ls a Delaware corporation with lts prlncipal- offlces

durlng L976 and L977 at 150 East 42nd Street, New York, New York 10017.

6. MobiL Petroleum tinely filed New York State franchise tax reports for

the  years  1976 and,1977 showing tax  o f  $382.37  and $10r169.59 ,  respec t lve ly .

These amounts were timely paid by Mobil Petroleum.

7, On i ts report  fot  1976, Mobl l  Petroleum pald a tax of $132.37 based on

subsidiary capital. In computlng 1ts allocated subsidlary capltal for L976'

Mobl l  Petrol-eum used a subsldlary al locat lon factor for MIFC of 0.582353

percent.

8. 0n l ts report  for 1977, Mobl l  Petroler:m pald tax of $156.62 based on

subsidlary capl-tal. In computing its allocated eubsidlary capltaL for L977 '

Mobi l  Petrol-eum used a subsldiary al locat lon factor for MIFC of 1.3001 percent.

9. Pursuant to an audlt of Mobll, Mobtl Petroleum and MIFC, the Audlt

Dlvlslon issued a Nottce of Deficlency to Mobil- Petroleum in the amount of

$26,844.00, plus interest.  This def ic iency consisted of an addlt ional tax on

subs id ia ry ,cap i ta l  o f  $20,125.00  fo r  1976 and $3 ,224.00  fo r  L977,  p l -us  severa l

other adjustments that are not at lssue here.

10. Mobll Petroleum tinel-y fil-ed a petltlon for redeternlnation of the

def ic lency  on  May 19 ,  198f .

11. Mobll is a New York corporation with lts princlpal offices durlng the

year L977 at 150 East 42nd Street,  New York, New York 10017.

L2. Mobil tinel-y filed its New York State franchise tax report for L977

showlng tax of $5,5551464.75, agalnst which there was a credlt  of  $2971457.37,

l-eaving a balance of $5,258,007.38. Thls amount was t imely paid by Mobl l .

13. On l ts report  f .or L977, Mobi l  pald a tax based on subsldlary capital .

In computing lts allocated subsidiary capital, MobiL used a subsldlary aL1-ocatLon
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factor for Mobll Petroleum of .0076 percent and a subsidlary al-J-ocatlon factor

fo r  MIFC o f  1 .3001 percent .

L4, Pursuant to an audit of Mobll-, Mobil PetroLeum and MIFC' the Audlt

Dlvision issued a Notice of Deficiency to Mobtl for the year L977 ln the amount

o f  $ 1 6 6 , 9 9 8 . 0 0 ,  p l u s  i n t e r e s t .

15. Mobil tinely fll-ed a petltlon for redeterminatlon of the deflclency on

M a y  1 9 ,  1 9 8 1 .

16. MIFC was incorporated Ln 1968 for the purpose of obtalning funds from

non-United States sources to aid in financing the requirements of foreign

operatlons of subsidiarles and affll-iates of MobiL. It has conducted its

business so that more than 80 percent of lts gross income has been derived from

sources outside the united states.

L7. In August,  1968, MIFC lssued $3510001000.00 pr lncipal amount of 7

percent Guaranteed Bonds due 1986, unconditionall-y guaranteed by Mobll. The

prospectus f ,or that lssue states the purpose thereof as folLows:

rrThe net proceeds to be recelved fron the saLe of the Bonds wll-l
be invested ln or loaned to certain of the Guarantorts subsidlarles
or affil iates to assist them in financing worktng capltal requirements
and capLtal expenditure progr:umes, and may also be used for dlrect
or indirect investments in other companies. Pendlng long-tern
investment of the proceeds from the sale of the Bonds' the Company
may malie temporary investments in obllgations of foreign governments
or corporations or nay make deposLts with banks.tt

f8.  In Aprl l  and Ju1y, 1970, MIFC borrowed $9r281,600.00 from Inst i tuto

Mobllaire Itallano for use in lnvestments in affil lates.

19. During the perlod January 1, 1975 through February 28' L978, MIFC held

evldences of indebtedness of the following affll lates of Mobll: Mobil Oll-

HoJ.dings, S.A.,  Mobl l  011 A.G.,  Toa Nenryo Kogyo K.K.,  Kyokuto Seklyu Kogyo K.K. '

Nlchimo Seklyu Seisei K.K., Mobtl Hong Kong Llmlted, Mobll Jollet Reflning
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Corporationn Mobll Possessions Company, Mobll North Sea Linlted and Mel Foo

Investnents Ltd.

20. At the end of i ts f iscal  year on December 31, L975, MIFC heLd evLdences

of indebtedness of Mobl l  0i1 Holdings, S.A.,  Mobi l  0i1- A.G.,  Toa Nenryo Kogyo

K.K.,  Kyokuto Sekiyu Kogyo K.K.,  and Nichimo Sekiyu SelseL K.K. In addlt ion,

IIIFC had time deposits with the London branches of Mitsubtshi Bank Ltd.'

Sumitomo Bank Ltd., and FuJi Bank Ltd.

In its FlnancLal Statements and Schedules, MIFC classified the evldences

of indebtedness of Toa Nenryo Kogyo K.K., Kyokuto Sekiyu K.K. and Nlchlno

Seklyu Selsel K.K. as rrlong-term advances - noncurrent" and those of Mobil O11

Iloldlngs, S.A. and Mobll- 011- A.G. as "lntercompany notes recelvable".

2I,  The evidence of Lndebtedness of Mobl l  OlL Holdlngs, S.A. was a let ter

evldenclng a loan due Novenber 7, L975. The let ter stated, in part :

I'ThLs l-etter will conflrm the agreement that MoblL lnternatlonal
Finance Corporat ion wi lL renew l ts $4r7501000 deposit  which maturea
November 7, 1974. As agreed this amount wil-l be deposlted wJ-th Mobll-
Otl Hol.dings S.A. ln the name of MIFCO for the period November 7,
L974 to November 7, 1975 at 9-1127" interest per annum. Mobll, Inter-
natlonal Finance Corporati.on shal-l- have the rlght at any time, and
from tLme to time, upon 10 daysr written notice fron Mobil- Inter-
nat,ional Finance Corporation t,o Mobll Oil- Holdings S.A. to wlthdraw
the deposit ln whole or in part, without penalty, wlth accrued
interest to the date of such withdrawal on the amount withdrawn.tr

MIFC renewed the loan and sol-d it to Mobil Petroleum on Septembet 2L, L976.

The evidence of lndebtedness was not a security of the type soLd Ln the prlvate

placement marketl nor dealt in as a medlum of lnvestment.

Î  The private placement market is comprlsed of lnsurance companies and other
sophisticated lnstltuttons whlch purchase securities not reglstered, and not
requlred to be registered, with the Securitles and Exchange Conmisslon. A
private placement can be a debt security or equity such as preferred stock.
The average market volume over the past five years has been approxlmately 16
to 25 biLl lon dolLars.
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Mobil Oil HoJ-dings, S.A. is a Luxembourg corporatlon engaged Ln

flnancing affil iates and subsidiaries of Mobll operating outside the Unl.ted

States. I t  used the proceeds of the loan for the above purposes.

22. Ttre evidence of indebtedness of Mobil- OiI- A.G. was a promlssory note

for the principal amount of 50 mlllion deutschmarks wlth interest thereon at,

the rate of 8.5 percent per annum, due February 15, 1985. MIFC purchased the

promissory note of Mobil- Oil A.G. from Mobil as of December 31, 1970 and sold

lt to Mobil Petroleum on October 15, 1976. The note was of a type sol-d ln the

prlvate placement market and dealt in as a medium of investmentr and could have

been (but was not) sold to an lnvestor ln the prlvate placement market.

Mobil- Oil A.G. is a German corporation engaged ln the exploratLon for

and productlon of crude o11 and natural- gas, the reflning of crude o11 and the

marketing of petroleum products ln Germany. It used the proceeds of the

promissory note to meet working capltal requirements.

23. The evldences of indebtedness of Toa Nenryo Kogyo K.K. were notes due

at various dates between L975 and 1981. MIFC purchased these notes fron Mobll-

Petroleum on December 31, L970, January 30e L971, March 1, L97L, Aprl l  11 L97L'

May 1, I97I,  Jul-y 1, 1971 and August 1, 1971 and resold then to Mobl l  Petroleum

on Septembqr  2 l '  L976.

Tcia Nenryo Kogyo K.K. ls a Japanese corporatlon engaged ln the reflnlng

of crude oll- ln Japan. It used the proceeds of the notes to fLnance capltal

expenditures.

24. The evldences of lndebtedness of Kyokuto Seklyu Kogyo K.K. were notes

due at varlous dates between 1976 and 1983. MIFC purchased certaln of the

notes from Mobil Petrol-eum on December 31, I97O, and purchased others of them

from Kyokuto Sekiyu Kogyo K.K. on January 31, 1972, February 17, 1972, Aprl l  5,
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L972,  May 5 ,  1972,  June 9 ,  1972 and June

Mobi l  Petroleum on September 2I,  L976.

Kyokuto Sekiyu Kogyo K.K. is a

refinlng of crude oll- in Japan. It used

capital  expenditures.

28, 1972. MIFC sold the notes to

Japanese corporation engaged in the

the proceeds of the notee to finance

25. The evidences of lndebtedness of Nichlno Sektyu Seisel K.K. were

non-interest bearlng notes due ln L982. MIFC purchased these notes fron Mobil

Petroleum on December 31, 1970 and resold then to Mobll Petrol-eum on Septenber 2L,

I976. I f  of fered at an appropriate dl-scount,  these notes could posslbly have

been (but were not) sold to an investor ln the private placenent matket.

Nichino Sekiyu Seisei K.K. is a Japanese corporatlon engaged ln the

refinl-ng of crude oil in Japan. It used the proceeds of the notes to flnance

capital  expenditures.

26. At the end of l ts f lscal  year on December 31, L976' MIFC held no

evidences of indebtedness in any affll-iate. MIFC had tlne deposlts wlth the

London branches of the Industrial- Bank of Japan, Sumitomo Bank Ltd., Mitsublshl

Bank Ltd. and Dal-Ichl Kangyo Bank Ltd., the Nassau, Bahamas branches of the

Bank of America, European-Anerican Bank and Harris Trust and Savlngs Bank, and

the Grand Cayman Isl-and branches of Dresdner Bank and WachovLa Bank and Trust

Company.

27. At the end of i ts f iscaL year on December 31 ,  L977, MIFC hel-d evldences

of indebtedness of Mobll Possessions Conpany, Mobil North Sea LlmLted and Mel

Foo Investments Ltd. In additlonr MIFC owned 100 percent of the stock of Mobtl

Chemlcal-s Canada Ltd. and Mobi l  Oi1 Caribe, Inc. and $50,000.00 pr incipal

amount of 8-3/8 percent debentures of lleyerhaeuser Company, and had tlme

deposlts in the London branches of Contlnental ll l inois Natlonal Bank, Tokai



Bank Ltd., Al-gemene Bank, Mitsul Bank, Limited and Mitsubishl Bank Ltd., the

Nassau, Bahamas branches of Cltlbank, N.A. and Chemical- Bank and the Grand

Cayuran Island branches of Swiss Bank Corporation, European-Amerlcan Bank &

Trust Company, l,lachovla Bank & Trust Company, Westdeutsche Landesbank and Unlon

Bank of Switzerl-and.

In its Flnancial Statements and Schedul-es, MIFC classlfled the evldences

of indebtedness of Mobll Possessions Company, Mobll- North Sea Llmited and Dlei

Foo Investments Ltd. as ttintercompany notes receivablett.

28. In February, Ig77, MIFC lssued $100,000,000.00 pr lncipal anount of 6

percent Guaranteed Notes due 1982 and $100r000r000.00 pr inclpal amount ot 6 ' l12

percent Guaranteed Notes due 1984 through the Union Bank of SwLtzerl-and. In

each case, the notes hrere guaranteed by Mobil.

29. On February 3, 1977, MIFC receLved from Mobll Petroleumr 4s I contrlbu-

tion to capital, a promlssory note of Mobil Oil l long Kong Llmlted wlth a

principal amount of $27,364,338.39 and cash in the amount of $9 ,7OI, \25.OO.

Mobll O11 Hong Kong Limited repald the note ln installments, wlth final pa)tment

on I lecenber 31, L977. On February 4, 1977, MIFC recelved fron Mobi l- '  as a

contr ibut lon to capital- ,  $32,777,678.40 in cash and Eurodol lar t ime deposite ln

an amount of $55,000,000.00. On February 8, 1977, MIFC received from Mobl l ,  as

a  cont r ibu t ion  to  cap l ta l ,  $5 ,014,000.00  in  cash.

30. The evidence of indebtedness of Mobil Joliet Reflnl-ng Corporation ltas

a pronissory note for the pr inclpal amount of $30,000r000.00 wlth lnterest

thereon at the rate of 5-L/L6 percent per annum, due February 3' 1982. MIFC

received this promissory note on February 4, L977 from Mobil Jollet Reflnlng

Corporat ion in exchange for $30,000r000.00. Mobl l  Jol let  Ref lnlng Corporat ion

prepa ld  the  no te  on  February  9 ,  Lg77,  together  w l th  in te res t  o f  $21r093.75 .
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The note was of a type sold in the prlvate placement market and deaLt ln as a

medium of investment, and could have been (but was not) sold to an investor ln

the private pJ-acement market.

31. The evidence of lndebtedness of Mobl1 Possessions Company was a demand

note for the pr incipal amount of $212701000.00 with interest rrat  a rate calculated

on the basLs of the London Interbank Offered Rate (LIBO) for three-month

maturLt ies, as quoted by Clt ibank.. .plus L12 percent. . . r ' .  MIFC received thls

demand note on or about September 15, 1977 ftom Mobll Possessions Conrpany ln

exchange for $212701000.00. The note was of a type sol-d in the pr lvate placement

market and dealt i.n as a medium of Lnvestment, and could have been (but was

not) sold to an investor in the private placement market.

t"1ob11- Possessions Company 1s a United States corporatior,2 
"tg"ged 

in.

the sale of marine fueLs and lubricants Ln the Canal Zone. It ls belleved that

lt used the proceeds of the note to meet worklng capltal requirements.

32. The evidence of indebtedness of Mobil North Sea Llnlted was a promlssory

note for the pr lncLpal amount of $200,000,000.00 wlth Lnterest thereon at the

rate of 7-I/2 percent per annum, due February 10, L982. MIFC received this

note from Mobll- North Sea Limited on or about May 16, L977. The note was of a

type sold in the private pl-acement market and dealt in as a medium of investment'

and could have been (but was not) sold to an investor in the prlvate placement

market.

MobiL North Sea Linl-ted ls a Delaware corporation engaged ln the

exploration for and production of crude oil- and natural gas Ln the Unlted

2 r?.u demand note
Conpany as tta conpany

dated September 15,
incorporated under

1977 refers to Mobll Possesslons
the laws of the State of Delawarerl
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Klngdon. It used the proceeds of the promlssory note to flnance capital

expenditures.

33. The evidence of l-ndebtedness of Mei Foo Investments Ltd. If,as a note

for the pr incipal amount of $4r000,000.00 with interest thereon at the three-month

London Interbank Offered Rate for Eurodollars plus .25 percent premlum, due

Decenber 29, 1978. MIFC received this note from Mel Foo Investments Ltd. on

December 29, 1977. The note was of a type sold ln the private placement market

and dealt in as a medium of investment, and could have been (but was not) sold

to an lnvestor ln the private placement market.

Mei Foo Investments Ltd. is a Ilong Kong corporation engaged in the

real estate business in llong Kong. It used the proceeds of the note to meet

worklng capltal requlrements.

34. Conmercial- paper is a securlty lssued by a corporation, customarily

sold ln the open market, designed as a means of lnvestment, and issued for the

purpose of f,lnancing corporate enterprises.

35. The Audtt Division maintains that the evidences of indebtedness held

by MIFC and at lssue here (described ln Flndi-ngs of Fact "2L" through "25" and

rr28r '  through t t32tt)  const l tuted business capital ,  giv ing r lse to buslness lncome

al-l-ocated wlthin and without this state in accordance with MIFCTs business

aLlocatlon percentage. Petitioners maintain that such evidences of indebtedness

were investment capital, givlng rlse to lnvestment income all-ocated in accordance

with the al locat ion percentage of each debtor-aff i l - iate.

CONCLUSIONS OF LAhI

A. That Tax Law section 208, subdlvislon 5 furnishes the deflnitlon of

the term rrinvestment capital-tt for purposes of Artlcl-e 9-A as follows:
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ItThe term rinvestnent capitalr neans l-nvestments in stocks, bonds and
other securit,les, corporate and governmental, not held for sale to
customera Ln the regular course of buslness, exclusive of subsidiary
capital and stock issued by the taxpayer, provlded' however, that, ln
the dlscretlon of the tax conrmission, there shal1 be deducted from
investment capltal any llabilities payable by thelr terms on demand
or withln one year from the date lncurred, other than loans or
advances outstandlng for more than a year as of any date durlng the
year covered by the report, whLch are attributable to lnvestment
c a p i t a L . . . t t .

Anong the factors to be considered in determinlng whether these instrumentg

nere securitLes wlthin the meaning of the above-quoted provlsion are the

following: (1) whether they are of the type customaril-y sold on the open

market or on a recognized exchange; (2) whether they are deslgned as a means of

investment; (3) whether they are connonl.y recognLzed, by investors as securltlee;

(4) whether they are issued for the purpose of flnancing corporate enterprlses

and providing a distributlon of the rights ln or obl-lgatlons of such enterprlses;

and (5) whether,  once lssued, they are traded as investments. 20 NYCRR 3-4.2(a)

and (c), appl-icable to taxable years conrmencing on or after January 1, L976i

sect lon 3.31(a) and (c),  Rul ing of State Tax Conur. ,  l larch 14, 1962; Matter of

Avon Products Inc .  v .  S ta te  Tax  Connn. ,  90  A.D.2d,  393.

B. That we note, initlal-l-y, that: MIFC was incorporated to assist ln

financing other members of the Mobil corporate fanily; the instrunents at

issue, though transferred, were never he1-d by a non-affll-iate; the lnstrumenta

lrere not issued as part of a series; and MIFC classlfted the lnstrumenta as

advances or intercompany notes in its financial statements.

There ls l-lttle if any basis in the record to conclude that the

evldences of indebtedness of Mobl l  Oi l  Holdings, S.A.,  Toa Nenryo Kogyo K.K.,

Kyokuto Seklyu Kogyo K.K., Nichl"no Seklyu Seisei K.K. and Mobll 011 llong Kong

Llni ted possessed any of the aforementloned character ist lcs of securi t les.
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The proof regardLng the remaining evidences of lndebtedness (those of

Mobll, Oil A.G., Mobll- Jollet Reflning Corporatl-on, Mobil Possesslons Company,

Mobil North Sea Limited and Mei Foo Investments Ltd. ), that they coul-d have

been but never were traded on the prlvate placement market, falls far short of

the evldence before the court in Matter of Avon Products, Inc. v. State Tax

?
Comm.r 'supra, and ls sinply lnsuff lc ient to establ- ish that the lnstruments

rrere securi t tes.

C. That the petitions of Mobil

Petroleum Company, Inc. and Mobil- Oil

respec ts .

DATED: Albanyr New York

JUt 2 6 1984

?- The Appellate DivisLon, Third
ances are securities under sectlon

International Finance CorporatLon' Mobl1

Corporatlon are hereby denled In alL

STATE TAX COMMISSION

Departmentr determined that bankersr accept-
208, subdLvLslon 5.


